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LV XVHGZLWKLQ WKH 'XWFK DGPLQLVWUDWLRQPDLQO\ DW WKHPXQLFLSDO OHYHO WR DLG WKH GHWHFWLRQ RI IUDXGZLWK VRFLDO





EHFDXVHRI WKH LQVXIILFLHQWVDIHJXDUGV WRFRQVWLWXWHDVXIILFLHQWO\ MXVWLILHG LQWHUIHUHQFHZLWKSULYDWH OLIH6LQFH WKH
'XWFKJRYHUQPHQWLVQRWDSSHDOLQJWKHFDVHWKLVPHDQVWKDW6\5,LQLWVFXUUHQWLQVXIILFLHQWO\WUDQVSDUHQWIRUPZLOO





'LVWULFW &RXUW RI 7KH +DJXH EULQJV $UWLFOH  (&+5 LQWR LWV UHDVRQLQJ LV DQ LPSRUWDQW VWHS WKH FDVH GRHV QRW
FRQFOXVLYHO\VHWOHJDOOLPLWVWRGDWDEDVHGVXUYHLOODQFHPRUHJHQHUDOO\
7KH MXGJPHQW E\ WKH 7KH +DJXH 'LVWULFW
&RXUW RI WK )HEUXDU\  WKDW WKH 'XWFK
OHJLVODWLRQ IDFLOLWDWLQJ D V\VWHP RI GDWDEDVHG
VXUYHLOODQFHRIFLWL]HQV WRFRPEDWEHQHILWV IUDXG
6\5, EUHDFKHV WKH (XURSHDQ &RQYHQWLRQ RQ
+XPDQ 5LJKWV LV VLJQLILFDQW ,W LV WKH ILUVW
VXFFHVVIXO 'XWFK H[DPSOH RI D FDVH KHDUG LQ D
FRXUWRISULYDWHODZZKHUHWKHODUJHVFDOHXVHRI
SHUVRQDOGDWDLQGDWDDQDO\VLVV\VWHPVZDVSXWWR
D KDOW 7KHUH KDYH EHHQ FDVHV LQ WKH
DGPLQLVWUDWLYH FRXUWV QRWDEO\ WKH$(5,86 FDVH
ODZ LQ ZKLFK WKH $GPLQLVWUDWLYH -XULVGLFWLRQ
'LYLVLRQ RI WKH 'XWFK &RXQFLO RI 6WDWH
HVWDEOLVKHG D GXW\ IRU DJHQFLHV WR DFWLYHO\ DQG
WLPHO\ GLVFORVH WKH IXQGDPHQWDO FKRLFHV PDGH
ZKHQDXWRPDWHGGHFLVLRQPDNLQJ LV DSSOLHG ,Q
1-&0 YV WKH 1HWKHUODQGV QR DGPLQLVWUDWLYH
$UWLFOHVXEPLWWHGWRGRXEOHEOLQG SHHUUHYLHZ
7KH DXWKRU JUDWHIXOO\ DFNQRZOHGJHV WKH VXSSRUW RI 7KH

ZKLFKZDV IXQGHG DV SDUW
RIWKH09,SURJUDPPH
 $GPLQLVWUDWLYH -XULVGLFWLRQ 'LYLVLRQ RI WKH &RXQFLO RI
6WDWH0D\(&/,1/5963$6
RIDMXGLFLDOUHYLHZDFWLRQOHDGLQJWKH1*2VWR
WDNH WKH JDPEOH RI WDNLQJ WKH FDVH WR D SULYDWH
ODZ FRXUW ZKLFK GRHV KDYH PRUH IDUUHDFKLQJ
UHPHGLHVWRRIIHU




WKDQNV WR D JURZLQJ SUDFWLFH RI WUDQVODWLQJ
VLJQLILFDQW FRXUW FDVHV 8QGHUVWDQGDEO\ ZKDW
GUHZPRVW RI WKH LQWHUQDWLRQDO DWWHQWLRQ IRU WKH
FDVHDUHWKHVXEVWDQWLYHFRQVLGHUDWLRQVUHJDUGLQJ
IXQGDPHQWDOULJKWVDVSHFWV7KHVHDUHLPSRUWDQW
DV WKH\ DUH OLNHO\ WR VHUYH DV VRXUFHV RI




 $PLFXVOHWWHUE\3KLOLS$OVWRQ 8Q 6SHFLDO 5DSSRUWHXURQ










$IWHU SUHVHQWLQJ VRPH IDFWV DERXW WKH QRZ
GRRPHG V\VWHP NQRZQ DV 6\5, WKLV FDVH QRWH
ORRNV DW KRZ WKH FRXUW DSSURDFKHG WKH VWLFN\
SUREOHP RI OHJDO FRQWURO RI GDWDEDVHG
JRYHUQDQFH 7KLV KDV D UHOHYDQFH EH\RQG
FRXQWULHVWKDWDUHSDUW\WRWKH(&+5EHFDXVHWKH
GLOHPPDLVWKHVDPHHYHU\ZKHUHGR\RXGHPDQG
IXOO OHJDO DFFRXQWDELOLW\ ZKHQ LW LV RIWHQ
ZKDW PDNHV WHFKQRORJ\ SRZHUIXO" 7KH QRWH
FRQFOXGHV ZLWK VRPH UHPDUNV UHJDUGLQJ WKH
VLJQLILFDQFH RI WKH FDVH DV ZH PRYH WRZDUGV D
IXWXUH ZLWK HYHU PRUH HQFRPSDVVLQJ GDWD
DQDO\VLVSUDFWLFHV
6\5, LV DQ DSSOLFDWLRQ WKDW OLQNV GDWD DERXW
FLWL]HQV IURP D YDULHW\ RI DJHQFLHV VXFK DV WKH
'XWFK WD[ DXWKRULW\ DQG DJHQFLHV DGPLQLVWHULQJ
VRFLDO DQG XQHPSOR\PHQW SROLFLHV DQG IODJV
SRVVLEOH FDVHV RI IUDXG8VLQJ ULVNPRGHOVZLWK
IL[HG LQGLFDWRUV WKH V\VWHP SURGXFHV D OLVW RI
UH
KDV UHTXHVWHG WR XVH 6\5, WR VWDUW DQ
LQYHVWLJDWLRQ $ OLPLWHG QXPEHU RI DXWKRULWLHV
PXQLFLSDOLWLHV DV ZHOO DV DJHQFLHV ZLWK
UHVSRQVLELOLWLHVZLWKUHJDUGWRVRFLDOEHQHILWVWD[
DQG LPPLJUDWLRQ DUH HQWLWOHG WR ILOH D UHTXHVW
7KH 6\5, OHJLVODWLRQ WKHQPDNHV LW SRVVLEOH IRU
WKHVHDXWKRULWLHVWRIRUPDFROODERUDWLYHDOOLDQFH




7KH ODUJH DPRXQW RI DWWHQWLRQ WKH FDVH
UHFHLYHG PD\ KDYH JLYHQ WKH IDOVH LPSUHVVLRQ
WKDW 6\5, SOD\HG D ODUJH UROH LQ 'XWFK
DGPLQLVWUDWLYHSUDFWLFH8VHRI6\5,ZDVDFWXDOO\




LVYLWDO WRXQGHUVWDQGLQJ WKHFDVH LV WKDW WKHUH LV
DXWKRULWLHV WR DSSO\ IRU SURMHFWV LQ ZKLFK 6\5,
ZRXOGEHXVHG$VEHFRPHVHYLGHQWLQWKHOHWWHU
WKH'XWFK JRYHUQPHQW VHQW WR WKH SDUOLDPHQW LQ
UHVSRQVH WR WKH WK )HEUXDU\ FRXUW FDVH QR
DSSOLFDWLRQV KDG FRPH LQ D ZKLOH PDNLQJ WKH
GHFLVLRQ QRW WR DSSHDO WKH FDVH VOLJKWO\ OHVV
KHURLF
RI WKH LQWHUIHUHQFH ZKDW LV 6\5," 'UDJQHW
 /HWWHU RI $SULO  WR WKH 3UHVLGHQWRI WKH+RXVHRI
5HSUHVHQWDWLYHV E\ WKH 6WDWH 6HFUHWDU\ IRU 6RFLDO $IIDLUV





XQWDUJHWHG DSSURDFK GDWD PL
DQDO\VHG E\ WKH FRXUW 7KH 1*2V FODLP WKDW
'DWDOLNHIHDWXUHV 7KH6WDWHFRQWHQGVWKDW6\5,
RQO\ XVHV GDWD IURP H[LVWLQJ GDWD VHWV RI
GHVLJQDWHG JRYHUQPHQW RU RWKHU ERGLHV DQG
 ,Q
LWVHYDOXDWLRQRIWKHVHFODLPVWKHFRXUWDUULYHVDW
D FUXFLDO ILQGLQJ LW LV
FRUUHFWQHVV RI WKH SRVLWLRQ RI WKH 6WDWH RI WKH
SUHFLVHQDWXUHRI6\5,EHFDXVHWKH6WDWHKDVQRW
GLVFORVHG WKH ULVN PRGHO DQG WKH LQGLFDWRUV RI
ZKLFK WKH ULVN PRGHO LV FRPSRVHG RU PD\ EH
7KLVDOVRPHDQVWKDWWKHFRXUWGRHV
QRWDWWDFKDFOHDU WHFKQLFDO ODEHOWR6\5, LQ WKLV

FXW GHILQLWLRQ DQG VLQFH WKH 6\5, OHJLVODWLRQ
SSOLFDWLRQRI
6\5, XVH LV PDGH RI SUHGLFWLYH DQD




6WLOO WKH IODZV RI WKH V\VWHP LQFOXGLQJ WKH IDFW
GXW\ RI GLVFORVXUH WR WKRVH ZKRVH GDWD DUH
SURFHVVHGLQ6\5,VRWKDWWKHVHGDWDVXEMHFWVFDQ
EH UHDVRQDEO\ DVVXPHG WR NQRZ WKDW WKHLU GDWD
 DUH
RI WKH VHFRQG SDUDJUDSK RI $UWLFOH 
(&+5 KDV EHHQ DFKLHYHG 7KH FRXUW DUULYHV DW
WKLV FRQFOXVLRQ FLWLQJ6 DQG0DUSHU YHUVXV WKH
8QLWHG .LQJGRP DGGLQJ WKDW WKH VSHFLDO
UHVSRQVLELOLW\UHVWLQJRQVWDWHVWRVWULNHWKHULJKW








7KH FRXUW DFNQRZOHGJHV WKLV DUJXPHQW EXW
DSSHDUV WR VHH LWPDLQO\ LQ WKH OLJKW RI LWV RZQ
SULQFLSDO OLQH RI DUJXPHQWDWLRQ 7KH ODFN RI
WUDQVSDUHQF\ DQG YHULILDELOLW\ ZKLFK LQ WKLV
FDVH PHDQ WKDW ZKHWKHU WKH ULVN RI ELDV RU



















LQVXIILFLHQW VDIHJXDUGV WR SURWHFW WKH ULJKW WR
UHVSHFWIRUSULYDWHOLIH$FFRUGLQJWRWKHFRXUW
ULVN PRGHO RU DW OHDVW ZLWKRXW IXUWKHU OHJDO
VDIHJXDUGVWRFRPSHQVDWHIRUWKLVODFNRILQVLJKW
WKH b\5, OHJLVODWLRQ SURYLGHV LQVXIILFLHQW SRLQWV
RI UHIHUHQFH IRU WKH FRQFOXVLRQ WKDW E\ XVLQJ
b\5,WKHLQWHUIHUHQFHZLWKWKHULJKWWRUHVSHFWIRU
SULYDWHOLIHLVDOZD\VSURSRUWLRQDWHDQGWKHUHIRUH




RI WKH ULVN PRGHOV XVHG LQ WKH VSHFLILF b\5,
SURMHFW )RU WKLV WKH FRXUW UHIHUUHG WKHP WR WKH
ODZ FRXUW
SURFH
WKH 'XWFK JRYHUQPHQW LV REOLJHG WR GLVFORVH
WKHVHPRGHOV
:KDW ZLOO EH WKH OHJDF\ RI òï&ñ YV øKH
òHWKHUODQGVz7KHFDVHVKRXOGILUVWDQGIRUHPRVW
EH VHHQ DV D ZDNHXS FDOO IRU WKH 'XWFK
OHJLVODWRU 7KH &KDPEHU RI 5HSUHVHQWDWLYHV
øāHHGHðDPHU QRU WKHbHQDWH êHUVWHðDPHUØ
KHOG D GHEDWH DERXW WKH VXEVWDQFH RI WKH
LQVSLWHRIZRUGVRIZDUQLQJIURPWKH&RXQFLORI
bWDWH 7KH ODFN RI WKH SRVVLELOLW\ RI
FRQVWLWXWLRQDO UHYLHZ DEVWUDFW RU FRQFUHWH WKH
òï&ñ YV øKH òHWKHUODQGV FDVH ZDV RQO\
SRVVLEOH EHFDXVH WKH OHJDO DUJXPHQWZDV WUHDW\
EDVHG QRW FRQVWLWXWLRQDO LQ WKH 'XWFK OHJDO
V\VWHPOHDYHVLWVPDUNRQWKLVFDVHDVDZKROH
7KH FDVH ZDV GHFLGHG DW WKH 'LVWULFW &RXUW
OHYHObR WRZKDWH[WHQWFDQZHFRQVLGHUWKH7KH
DOUHDG\ LQGLFDWHG DERYH WKH 'XWFK JRYHUQPHQW
KDV VLQFH LVVXHGD VWDWHPHQW WHFKQLFDOO\D OHWWHU
WR WKH 3DUOLDPHQW WKDW LW ZLOO QRW FRQWHVW WKH
MXGJPHQW WKURXJK DQ DSSHDO ,Q WKDW VHQVH WKH
b\5, MXGJPHQW VWDQGV7KHUHDUHUHDVRQVWKRXJK
QRW WR WDNH WKH DFFHSWDQFH E\ WKH 'XWFK














IDDOWå QRJ QLHW ppQ IUDXGHJHYDO  LQ éH
úROĀVĀUDQWWK -XQH KWWSVZZZYRONVNUDQWQOQLHX
ZVDFKWHUJURQGV\ULKHWIUDXGHV\VWHHPYDQGHRYHUKHLGID
GLUHFWO\ UHODWHG WR WKH OHJDO REMHFWLRQV OLVWHG E\
WKHFRXUW%XWWKHLGHDRIFRQVWUXFWLQJDQHZWRRO
HVSHFWZDVFOHDUO\DWWUDFWLYHWR
WKH JRYHUQPHQW PLQLVWHU ZKR KLQWHG DW VXFK D
SODQ LQKHU OHWWHU WR WKH'XWFKSDUOLDPHQW:KDW
LV PRUH WKH FRXUW LQ LWV UHDVRQLQJ ZDV TXLWH
QXDQFHG DQG OHIW URRP IRU D VWDWXWRU\ EDVLV IRU
GDWDEDVHGVXUYHLOODQFH7KHFRXUWGLGQRWVHWWKH
FRQGLWLRQV IRU D SRVVLEOH ODZIXO VXFK SUDFWLFH
EXW LQVWHDG H[SODLQHG ZK\ b\5, LQ LWV FXUUHQW
IRUP GLG QRW PHHW WKH PDUN ,Q DSSHDOLQJ WKH
MXGJPHQW WKH JRYHUQPHQW ZRXOG ULVN EHLQJ
IDFHGZLWKDVHWRIPRUHFRQFUHWHOLPLWDWLRQV,WLV
WKXV WRR VRRQ WR VD\ WKDW D FRQVHQVXV UHJDUGLQJ
WKH OHJDO OLPLWV RI GDWDEDVHG VXUYHLOODQFH KDV
HPHUJHG DFURVV WKH GLIIHUHQW EUDQFKHV RI WKH
'XWFKVWDWH,OOXVWUDWLYHRIWKLVSRLQW LV WKHZD\D







RQ WKH VDPH QDUURZ VWDWXWRU\ EDVLV DQ
REVHUYDWLRQDOVRPDGHE\WKHFRDOLWLRQRI1*2V
WKDW VWDUWHG WKH b\5, FDVH 1RQH RI WKLV LV WR
VXJJHVW WKDW WKH FDVH WXUQV RXW WR EH D 3\UUKLF
YLFWRU\IRUWKHP7KHXQDSRORJHWLFOLQNLQJRIWKH
ULJKW WR SULYDF\ DQG GDWDEDVHG VXUYHLOODQFH E\
SXEOLF DXWKRULWLHV LV DQ LPSRUWDQW VWHS LQ WKH
GHEDWH%XWSDUDGR[LFDOO\WKHIDFWWKDWWKHb\5,
OHJLVODWLRQ ZDV UHDOO\ TXLHW D FOHDUFXW FDVH RI
RYHUVWHSSLQJ SULYDF\ ERXQGDULHV UHVXOWHG LQ D
MXGJPHQW WKDWPHUHO\VHWV WKH VWDJHIRU WKHQH[W
MXGLFLDOEDWWOHRQWKHVXEMHFW
DOWQRJQLHWHHQIUDXGHJHYDORSJHVSRRUGEEFD
 bHH YDULRXV SRVWV RQ WKHLU 'XWFK ODQJXDJH ZHEVLWH
KWWSVELMYRRUEDDWYHUGDFKWQO
